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Universal Service Administrative Company U 
Lori 5 Terraciano 

Associdrc Manngcr ~ Universal Scrvice Revcnuc Admmsrratmn 

September 12, 2001 

Palrick D. [rocker 
900 Comcrica Bldg. 
Kalamazoo. MI 49007 

M r .  Cracker: 

This lel~cr is i n  response to t he  April 2001 FCC Forni 499-A filings that were submitted 
for Anierican Cyber COT. (Filer 499 ID 8191 52) ,  Illinark, lnc. (Filer 499 ID 814681), 
LoTcl, Inc. (Filer 499 JD 81939h), Protel Advantage, lnc. (Filer 499 ID 809181), and 
Coleman Enterprises, lnc. 'l'hcse filings reported Lero revenue for all of these companies 
for the period o f  January - Dccemher 2000. 

Attachcd 10 each 409-A filing for the above mentioned conipanies was an addendum that 
stated QAI. Iiic. was iqti ircd to file the 499-A lilings for these companies and pay all 
~iniversal servicc charges related to thcsc filings. This is not true according to FCC 
Rules. Plcasc see pages 4-7 o f  the Instructions to the -1'cIccoinmunications Reporting 
Worksheet (attached). Each lcgal entity is required to lile their own 499-A filing 
reporting their own revenue. QAl may have provided a service to these companies in the 
past. bur they arc not obligatcd to tilc 490 tilings for any of their resellers. 

111 the ;iddcnduiii, i t  is pointed out the QAI has agreed to lile 499 filings on behalfof 
these conipanics, as proven in their August 2 I ,  2000 Icttcr. This letter states that QAI 
will bc filing the Septcinher I, 2000 FCC Form 499-S 011 their behalf. There is no 
nicntion of any future filings, othcr than Ihc Scptcinher 1 .  200 499-S. Therefore. all of 
the above nientioncd coinnanies are required to submit the A ~ r i l  1. 2001 FCC Form 499- 
A on their own behalf. 

Not all companics arc required to contribute dircctly to thc Universal Service Fund. The 
following excerpts from tlic FCC's Forni 409 Instructions on pages 5-7, will help to 
cxplaiii what companies ai-c cxcrnpt li.oni contrihutiiig to thc Universal Service Fund: 

~ ! l l l l ' t ~ l ' , A ~ ~ /  .SC'l-V;i c, i ' ~ ~ ~ < ' ~ / J / l O l l  / I ) / '  de l l l l l l l l l l l . ~  k'iri ~ J l l l l l l l l t l ~ ~ ' l l ~ l ~ ~ l l . ~ ~  l)rlJL'ld<'l.\ 

. S c ~ ~ i v r i  54 70s i ~ f  rl ic  ( ' i J i l i i i i i . , , . \ i i i i i  .,\ rii l i ,~ \/o/c.s / / i o /  i i , l< , i , i , i i i i i i i i i i ; i . ( i i i o i i , \  c.cri-rirr.\ iiid 
I t ' / < ' (  ~ ~ l l l l l l l i i l l ~ ~ ~ l ~ ~ ~ J l l . ~  / l l ~ l ~ l ~ l l / ~ ~ l ~ \  ( l l ' i '  11111 l ~ t ~ i / l l l l ~ c ' i /  I l l  < ~ l ~ l l / l ~ l / ~ l l / ~ ~  I l l  / / le 11111 l ~ C ' l ~ , V l l /  Set'L'Ii't' . S f l p p J l ~ I  

l l l l ~ ~ ~ ~ l i l l l i . \ l l l ~ ~ / ~ J l ~  1 1  , ~ l l ' l ' l l  ~ I ' C I l l ~  i / / / l l ' l l ~  <. /~/ l / / . ibuI ; i>/ /  / 0 1 '  / / I l l 1  l 'CLl l '  ;.\ /c%S //7lZ17 ~ / ~ ~ , / ) ~ ( ) . '  



E.xcrption lor- .sv.swni.s inte,rya/or.s und .scl/providers 

$v,sieiii.s iii/egru/or.s /hu/  clerive less liioii ,five per-cen1 4111eIr ps len is  rn~egr~iitioii rc 'v iv i i re~' / ro ln 
I h r z  Ie.stJ/c /!/ lelrt~oriitnuiiiciriion.s ure nul reyirir-ed lo file or conlrihule direc./ljJ lo Imil~er,sa/ 
service. .Sy.s!eiizs iiirt,gruroi:s u1.c providers ofiiitegruledpackag~,s of services and products lhui 
niuy inclirtie ilie provision (?/cumpuler cupabiliIie.y, inrerslare re1ecoirimunication.v .service.y. 
reinole t1u1u procewiirg .scrvice~.s. bock-<fJce rlii~u proi.essing. munagemen/ uf cirslonie,r 
rela/ioir.s/ii/~.s wi/h underli,ing carrier,$ nnd i~c~iiiInr,v, provisinn r,/relecoiriinunica/ions and 
coinpu/w et~iripiiit~wr. equipmen/ rnaintenunce, help rle,~k/unc/ions, and olher .service.r arid 
produci.s) Ei i / i r ics rliu1 provide services onlv io ihemselves or I O  common/); owned a//iliuie.s need 
i l / l / , / ; le.  

Unless Ilic above mentioned companies qualify for one of these exemptions, they will 
liave a 
responsibilitv on these coinpanies behall'. 

Please submit completed April I ,  2001 FCC form 499-A filings to the rollowing address 
as soon as possible: 

contribution oblixation to USAC. Undcrlyinc carriers can not assume that 

I;oriii 490- DCA 
Arrll: Loi-i S .  Tcinc iano 
8 0  S .  .leffcrson Rd. 
u'hippaiiy. N.I 0798 1 
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If you iiccd help coinpleling the 499A, please conlact the Forni 490 help line at 973.560- 
4460 or tlirotigli e-inail at ~o,~n4')')iii:neca.org. 

I trust this inforinatioii providcs you with t h c  background necessary to resolve your 
qucslions/conccms. Plcasc contact thc Fonn 499 help line at 973-560-4460 with any 
f i i r k i .  qiiearions. 

Thank  you, 

cc: Bi l l  Dwis (PWC) 
I . is2 Harlcr 





EXHIBIT C 

QAI Contract with Petitioner 



INDEPENDENT MARKETING AGREEMENT 

Ind endent Marketing Agreement (''Agreement'') is made as of [E, 1999 (the "Effective Date"), by add between QAI. hc., a Minnesota 
("QAI") and hotel Advanwe, Idc., a Minnesota corporation ("Marketer"). 

QAI designs, markets and implements long distance network p r o w s .  

QAI and Marketer desire to enter into or update its relationship on the terms 

A. 

B. 
detailed in this Agreement pursunnt to wbch QAI will pmvide long-distance 
telecamm~cations products to Marketer's Customers and related services to Marketer. 

Therefore, in consideration of the foregoing premises and the covenants contained in this 
Agreemmt, and for other good and valuable consideration, the receipt and adequacy ofwhich are 
hereby acknowledged, QAI and Marketer agree as follows: 

1. MARKETINCANDSALE 

(a) Marketinq. QAI grants to Marketer and Marketer accepts the non-transferable, 
non-exclusive right to market the products and services of QAI described on Schedule 1 (the 
"Products") fo appropriate persons and entitiw throughout the United States. Marketer may not 
change the Products in any way for any Customer (defined below). QAI m a y  change the 
Products t inam time to time in its discretion, and may, in its discretion, choose any long distance 
carrier (the "Carrier") as the underlying provider of Products and purchase those Products 
directly fium the Carrier or otherwise. Q.4I reserves the right, in its reasonable judgment, to 
change a Custamer's Products based upon competitive pressures, volume, service provided and 
other similar criteria and may make any additional modifications with respect to a Customer as it 
deems necessary or desirable to ensure competitiveness, efficiency, economic viability, or 
Customer satisfaction. Marketer shall have no exclusive or protected territories, customers, 
Products, or other exclusivily rights hereunder. 

(a) Customen. Each party solicited before this Agreement and subsequent to the 
effecuve date of this Agreement by Marlterer to purchase the Products will be deemed a 
"Customer" of Marketer when the Customer has elected to purchase the Products. A Customer's 
service order is "Provisioned" when accepted by QAI in its discretion, provided that 
provisioning may also be subject to acceptance of the Customer by the applicable Carrier, in its 
discretion Customers of Marketer and customers of QAI or other marketing agenb of QAI thal 
have ken Provisioned by QAI are referred to herein collecrively as "CUents." 

(c) Protubited Marketer Activities. 

(i) 
Agreement (A) transfer or couvert or ahempi to trausfer or convert any 
Client from use of the Products or other products or services provided by 
QAI, @) utilize any Client !is[ or any information relating to CLients for 

Marketer shall not at any m e  d h g  or the term of this 
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any reason other than performance hereunder, (C) Without QN's prior 
written consent, market or sell to Clients my services or products'of any 
party othm than QAI at any time that such Clients are doing any business 
with QAI, or (D) market QAI Products to CIienb other than Customas. 

(ii) Marketer shall nor ai any time duTing the term of this Apeemmt 
and for a period of three (3).yesrs +31ere&cr, directly or indirecfly 
(A) induce or anempt to influence my vendor. marketing agent, potatid 
client with which QAJ or any of QAI's markketing agents has had 
substantive discussions regarding provision by QAI o f  long disance 
telecommunications services, or other business related contact of QAI 
(collectively, the "QAI Afflllates") to terminate its relationship with QAI, 
or (B) establish any busmess relationship with any QAI Astiate 
concerning the design, marketing, operation, provision or implementation 
of any long distance telecommunications product or service 

Marketer's Use of Sub-Contracrors or Agents. Marketer shall have no right or (d) 
authority to establish or utilize agents, subcontractors, multi-level marketinglsales arrangements 
or any other indirect marketing arrangements in connection with Marketefs performance 
hereunder, except that Marketer may utilize sub-conmton that are direct contracting p d e s  
with Marketer and thus are "one-level down" lrorn Marketer in Marketer's s u c h l i e  to assist 
Marketer in perfodng hereunder, provided that Marketer wffl remain responsible for all 
obligations hereunder delegated to a sub-conrractor and for all actions by its sub-confmtors, and 
provided further that Marketer shall promptly disclose to QAI the identity of my sub-eontractor 
and the nature of the sub-contractor's duties, shall provide to QAI copies of all contracts mother 
agreements benveen Marketer and any subconlractor, shall obtain QAI's prior written consent to 
the sub-contractor arrangement, which consent can be withheld or wivlthdrawn at any time. and 
shall require such sub-contractor ro comply wirh the term5 of this Agreement. Markets shall 
bave 110 rights or remedies, nor shall i t  bring my claims, agahs3 QM &sing out of orrelating to 
Marketefs utilization of any sub-conmctor or agent. 

2. COMPENSATION, ADVANCES AND PAYMENTS 

(a) Margins. Mugins in respect of each Customer, defined in Schedule 2, belong to 
Marketer and will be paid by QAI to Marketer as provided in this Agreement and in Schedule 2. 
QAI makes no guarantees or assu~anccs to 'Marketer of  Marketer's earnings hereunder and 
Marketer's right to Margins will c e s e  as provided in Section 2(d) and Section 5(c). Except for 
payment of Margins and any other payments specifically provided for in this Agreement, QAI 
will have no obligations to make any payments to Marketer und& this AgreemenL reimbwe 
Meter for any expenses, cover any of Marketer's costs, or provide any support or b m e m  to 
Marketer. If Margins for any given calendar monlh are negative, QAI will not make any claim 
against Marketer for my cash payment in respect of such negative amout, but such negative 
amount may be applied by QAI to offser any Margins or other payments presently due or to be 
due in h e  future to Marketer under this Agreement and/or any other agreement or mgement 
thaf has resulted in mounts owing by QAI to Marketer. 
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@) Advances. QAI may, in its sole dircretim and from time to time, make advances 
to Marketer in respect of Mar& that may become payable by QAI to Marketer (“AdVmca”). 
Advances shall be repayable by Marketer to QAI on demand, and shall bear interest at a floating 
rate equal to QAI’s borrowing rate which is currently the Prime Rate from time to time p h  
2.0% or, if lower, the maximum interest rate permitted by law. QAI may in its discretion 
withhold and offset as described in Section 2(e) any Margins or 0th payments due to MarLcttr 
from QAl against amounts owing by Marketer to QAI in respect of Advances, kcludiag berest 
due thereon. If QAI purchases horn Marketer the Margin rights for all Customers pursuant to 
Sation 2(d) and the outsranding Advancw to Marketer and interen therm exceed the price 
payable by QAI under Section 2(9, QAI will not make any claim against Markets for any cash 
payment in respect of such exces  but such excess may be applied by PA[ to OW other 
obligations of QAI to Market- under rhis Agreement and/or my otber Agreement or 
arrangement that has resulted in amounts owing by QM to Marketer. 

(c) Note and Security Agreement. As a condition to Advances, QAI may in its 
discretion require Marketer to execute and deliver to QAI a prornksory note and ~ e c r n i t ~  
agreement in a form satisfactory to QAJ, pnting to QAI, among other things, a ~ecUitymterest 
in Marketefs tangible assets, its rights to Margins and any otherpaymenr~ hereunder, its 
accounts receivable, its rights to its Customer relationships and conl~acts and its fights 16 
relationships and coneacts with other Customers. 

(d) Mar,* Buyout. QAI may a1 any t ime  and from t h e  to time during the term of 
tbis Agreement and thereafter in its bscretion. upon notice to Marketa, purchase fiom M e t e r  
any or all rights of Marketer to receive Margins hereunder and any other payments in respect of 
Products provided to Customers (“Margn Buyout”). Such light may be exercised on a 
Cutomer-by-Customer basis, or for all Customers of Marketer at the time o f  such exercise. If 
QAl exercises the right on a Customer-by-Customer basis, the purchase price payable by QAI for 
Margin Buyout in respect of a Customer will be six times the average monthly Margins 
attributable to that Customer for themost recent three complete calendar months precediag 
exercise (or such fewer number of complete months for which Margins have been payable). If 
QAI exercises the right for all Cusromers, h e  purchase price payable by QAI will be six times an 
a o u n t  equal to the quotient obtained by dividing all Margins payable to Marketer for the most 
recent three complete calendar months preceding exercise, other than Margins payable in respect 
of Customers whose Margin righrs haw already been purchased by QAI or who have ceased 
purchasing fkom QAI producrs marketed to them by Marketer. by three (3), Any Margin Buyout 
purchase price will be paid in three (3) equal installments, with the first instalhent payable on 
the date of exercise and the next two insrallments payable 30 and 60 days thereafter, respectively, 
provided that Q l u  may, in its discretion. make all three installments in a single llrmp sum 
discounted to present value at a discount rate o f  ten percent (10%). Following exercise by QAI 
of its rights under t h i s  Section 2(d), QAI shall remain responsible for billing and coUections With 
rcsgect to each such Cusromer and shall become immediately responsible for all customer 
h c e  IO each such Customer, and Marketer shall retain its regulatory cem’fications requmd 
connection with provision of long distance services to each such Customer and remain 
responsible for all of its other obligations under this Agreement, including legal aad regulatory 
compliance. QM may require Marketer to execute any documents rezonably necessary or 

3 
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appropriate to effect or document QMs exercise of its Mqh Buyout rights 8ld the 
commensurate transfer ofrighb to QAI. 

(e) Offset QAI has tbe right, without giving notice to Marketer. to withhold and 
of€set any Margins or other paymentr.due TO Marketa kom QAI a g a h a  any amounts owing by 
Marketer to QAI under this Agreement andor any other agreement or arrangement that has 
resulted in amounts owing by Marketer to QAI. 

3. CERTAIN RIGHTS AND RESPONSIBILITIES 

(a) Certain Righh and Responsibilities of Marketer 

(i) 
solicits or plans to solicit any potential customers to be provisioned fa 
telecommunications products or senices by any party otha thm QAL Marketer 
shall inform QAI in writing of the identities ofthe other p q  and the potential 
customers ahd the compensation (including advances and commissions or 
margins) potentially payable by such otherparry to Marketer in respect thereof, 
and if QAI offers to substantially match the overall compensation offered to 
Marketer by such third party. then Marketer shall solicit such potential customers 
on behalf of QAI and offer their accounts for Provisioning to QAI pursumt to ths  
Agreement, including QAl's exclusive right to provide services as described 
hereh regardless of wherher QAI matches the products or services o f f d  by the 
other party. 

(ii) 
manner consistent with information received from QAI, and will use its best 
efforts to market promote and sell the Products in accordance with normal 
business procedures and practices in the industry, including the adherence to all 
applicable law, statute. rule or regulation that applies to Marketer's activities. 

(hi) Cooperation. During and after the term of this Agreement, Marketer will 
cooperate l l l y  with QAI in its efforts to Provision Customers' service orders, bill 
and collect Customer debt and provide customer service to Customers, including 
but not limited to immediately notifying QAI in the event that Marketer is unable 
to address any Customer's concerns regarding quality of service, authomy to 
provide service, billing or collections. Marketer will not retain any third party to 
perform any ofthe services rhat QAI is to perform under this Agreema 

(iv) 
present to QAI all potenrial Customers in a manner and form specified by QN for 
QAT'S approval and acceptance along with any Customer information and 
documentation specified by QAI. Marketeris responsible for the a c c m y  and 
completeness of all information provided on all QAI forms and documents. 

RiEht of First Rcfisal. During the term of this Agreement, ifMartreter 

Best Efforts Marketing. Marketer will represent the Products only in a 

Transmittal. Duriny he term of this Agreement, Marketer will promptly 

4 
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(v) 
Agreement, (A) for purposes of any state, f d d  or other regulatory body 
applicable to Marketer or the Services (as defined below) or Marketer's provision 
thereof (my such body, a "PYC"), includmg the Federal Communications 
Commission, Marketer is the long distmc+ provider to all of its Customers, 
including Customers for which QAI has exercised its right to acquire Ma@ 
rights pursuant to Secdon 2(3; (B) Marketer is solely responsible for obtaining 
and maintaining compliancc with all statutes, rules. regulations, orders and other 
directives issued by my PUC, including the proper establishment ofMark&s 
rates and fees as such ntes and fees ae prescribed in this Agreement ("TuiSrS"), 
as the long distance provider to Customers. including Customers for which QAI 
has exercised its right to acquire Margin rights pursuant to Section 2(d), and 
Marketer i5 solely responsible for compliance ofits Tariffs with applicable PUC 
reqwennts; and (C) Marketer will maintain all records required by andlor 
necessary to verify IO the satisfaction of all government and regulatory agencies, 
that Markerer is in compliance with all applicable statute, rule or regulation to be 
kept by Marketer for such period of time as is required by such statute, rule or 
regulation. and make those records available to QAI upon i t s  request. 

(vi) Services Provided by Marketer. During the term of the Agreemeat, 
Marketer will perform the services described in Schedule 3 (the "Services") to the 
best of its abilities and will not violate any laws or regulations during its 
performance of the Services. Marketcr will be solely responshle for ensuring that 
its operations comply with all legal and regulatory requirements. 

(vii) Quarterly Reports. During the term of this Agreement, Marketer shdl 
provide IO QAI within 30 days of the end of each calendar quarter a quartkly 
report in a form reasonably requested by QAI, includin,p a report substantially in 
the Fomi of Exhibit B hereto. such report to include, among other items, 
informarion regarding all persons and entities IO whom or whch Marketer sells 
telecommunications products or services of any kind, aside from QAI Products, 
together wirh information on such products and services sold by Market& to any 
Customer and any other piirchaser of any telecommunications services horn 
Marketer. QAI shall also have the right to request and receive a quarterly balance 
sheet and income statement from Marketer within 30 dap of the end of each 
calendar q m e r .  

Certain Rights and Responsibilities of QAI 

(i) Best Efforts Provisioning. QAI will use its best efforts to ensure the 
timely Provisioning of Customers' selvice orders. However, QAI may, without 
penalty 'or payment, accept or rejea my Customer or potential CustomCr, ad may 
terminate service to any Customer, at any time, in its discrerim. 

Tariff and Regulatory Compliance. During and &cr the term of this 

@) 

5 
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(ii) 
h s  Agreement, subject to Section 3(b)(i). QAI will serve as Marketer's exclusive 
b h g  and coIIection agenr with respect to Customers of Marketer, haviug the 
sole right and responsibility to bill and collect from those Customen. During the 
term of this Agreement, QAI shall have the right to oversffi and control Marketer's 
provision of customer service to its Customers and the right to take over the 
provision of customer service to any or all of Marketer's Customem if QAI 
determines, in irs reasonable discretion, that Marketer is unable. to perform 
cusiomer service effectively. If QM exercises its right to take over the provision 
of cuStOMeI service to any or all of Markefer's Customers, with respeEK ta such 
Customers. QAI shall thereafter sewe as Marketer's exclusive customer setvice 
agent having the sole nghr to provide customer servlce to such Customas during 
and after che term of chis Ageernent and QAI 's  customer service cost8 shall be RII 

"allocable charge" for Marsin calculation purposes. QAI may. in its sole 
discretion, make provisions foi another entiry or entities to bill, collect &om or 
provide customer service 10 the Customers on its behalf 

(G) 
QAI reports to mck revenue associated with Customers placed with QAIby 
Marketer 

Billing. Collections and Customer Service. During and afta the term of 

QAI Repow~ QAl will supply Marketer on a timely basis with standard 

4. C0NFIl)ENTIALITY 

Marketer acknowledges that during the course of its relationship with QAI, Marketer will 
obtain information regarding QAI's business and will have personal'contact with QMs current 
Clients and QAIAffiliates. In addition IO the resmctions set forth in Section l(c), Marketer will 
not during the term of this Ageement and indefinitely thereafter, disclose to any third party or 
use for any purpose other than performance hereunder any Proprietary Information. For 
purposes o f h s  Section 4 and Section j (b) ,  "Proprietary Information" means any information 
about the business or operations of Q-11 including, but not limited to, QAI Aaliates, QMs 
current and past Clienrs. products and sen ices, pricing schedules, discount policies, market and 
sales *ategies, my information or compilation of information possessed by QAI which derives 
independent economic value, whether actual or potential, from not being generally know or 
r e d l y  ascertaimble by proper means [o other pmons ,  including computer programs, operating 
instmctiom, source documents and dara. mailing lists. the nature of the Services, and any other 
know-how or thing, eirher tangible or inrmngble, that is nor information generally available to the 
public. "Propridary Information" also inc!u&es this Agreement, the terms of which will be kept 
strictly con5dmtial by Marketer. 

5. TERM 

(a) Termination. Tim Agreemenr will terminak 

(i) 
breach is 1101 cured %it l i in  h iny  (30) days of b e  date the breaching party is given 

If either party sornniIts a marenal breach of ths Agreement the material 

6 
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notice of its material breach, and the noe-brcaching party elects to terminate this 
Agreemenr; 

(ii) If either party shall cease IO do business; provided, however, that tbc 
obligations of both parties to perform according to the tams and conditioas ofthis 
Agreement, including QAl's obligation to pay Margins to Marketer for Cnstomers 
Provisioned prior IO the cessxion of business by either QAI orhlarketrr, shall 
continue until any such obligations have been M y  performed; 

(iii) 

(iv) 

(v) 
Date"); 

(vi) 
pursuant to Section 2(d); 

Upon the dissolution, liquidation or bankrupky of either QAI or Marketm, 

Upon the insolvency of either QAI or Marketer; 

On the date tive'(5) years from h e  Effective Date (the "Termhatian 

In QAI's sole discrction, upon purchase by QAI of all Margin rights 

(vii) 
any period of three (3) consecutive calendar months is below 5300,000; 

(ylii) 
Marketer breaches Section I ( c l  or Section 4; or 

(ix) 
Customers' collective Bad Debt for any period of three (3) consecutive dendar 
months exceeds twenty-five percent (25%) of the total accounts receivable 
associated wirh Marketefs Customers far Products provided by QAI hmlmdcr for 
that same three ( 3 )  month period. For purposes of this Section S(a)(ix), "Bad 
Debt" is dztined 11s those accounu receivable associated With Marketer's 
Customers Tor Products provided by QAI hereunder that are uncollected for 'my 
reasoa, including nonpayment, customer credit horn any source, theft ofhducts 
or h u d ,  after 120 days from the date that billing was processed and sent to the 
Customer or a LEC clearinghouse. 

In Q N s  sole discretion, if Marketer's average monthly Retail Billing for 

In QAI's sole discretion and for cause, without an opportunity to &e, if 

In QAI's sole discrerion. without an opporhlnity to cure, if Marketa's 

Either party may waive or forbear enforcement o f  this Section S(a) in any particular 
instance, and no such waiver or forbexance will constitute a waiver or forbearance applicable 
either in general or to any other paniciilar inslance. 

(b) Proprietary Infonation. Upon terminaLion of t h ~ s  Agreement for any  aso on, 
Markerez shall rclurn all Propnetmy Inlormarion, includjng documents, encoded media or other 
tangible items provided to Marketer hy QAI, including all complete and partid copies, 
recordings, absaaccrs, notes or reproductions of any kind made tkom or about such information, 
which are exclusively the property of QAI. 

7 



(c) -. Subjecr to Secrion 2(d), QN will continue to pay any Mar& @ 
Marketer in respect of each Customer For up to three years after termination of this Agrmmt as 
long as QAIreceives Retail Billings (QS defined in Schedule 2) h o r n  such Customer for Products 
marketed by Marketer. However, QAI may reduce Margins payable to 50% of the rate otherwise 
specified herein if Marketer is no longer providing any Services under this Agreement and QAI 
may stop paying Margins if QAI has terminated this Agreement pursuant to Section YaXi 
Section 5(a)(C), or Section S(a)(ix). Funher, where this Agreement is terminated p u r i i t  to 
Sedan S(a)(viii). QAI may recover (directly or thmugh offset), with respect to any Customer 
Marketer causes, directly or indirectly. to switch whole or in part to the products or S&CCS of 
a QAI competitor or to which Marketer sells any services or products of any party othn than 
QAI, any Margins paid to Marketer with respect to such Customer for the three (3) month period 
prior to QAl's loss of such Customer. 

(d) Effect ofTermination. Termination ofthis Agreement will not terminateQAI's 
exclusive right to provide to Customers the long-distance telecommunications and services 
described herein, and to provide to Marketer the billing, collection, customer service and s~pport 
senices described herein. In addition. tenns and provisions in this Agreement that by thkr sme  
and context are intended t o  survive the complenon of performance or termination of this 
Agreement, including without limitation the provisions of Section 4, Section 5 and Section 6, 
shall so survive. 

6. INDEMNITY 

Each p a q  hereto (as "'lndcmnitor") will indemnify, defend and hold harmless rhe other 
party, persons and entities controlling, controlled by, or under common control with the other 
party, and the officers, direcfors, crnployees i u d  agents of any of them (each an "Indemnitee") 
from and against any and all claims. demands, suits, actions or proceedings (including 
administrative, regulatory, governmental, civil or criminal proceedings), liabilities. losses. 
damages, costs, assessments or.payn~enrs incurred by Indemnitee arising out of or relating to 
(i) iny breach of or default under this Agreement by Indemnitor or its scnts, subcontractors, or 
other delegees, or (ii) the conduct ofbusiness or other activities by Indemnitor or its agents, 
subcontractors, or other delegees. Indemnitor agrees to rrirnburse Indemnitee for all reakable  
costs and expenses (including atiorneys' fees) incurred by Indemnitee due to Indemnitee's direct 
participation (either as a parry or witness) in any administrative, regulaory. governmental. civil 
or Criminal proceeding coocer+ng Indemnitor. 

Marketer will indemnify, defend and hold harmless QAI, persons and entities COnrrOhg, 
controlled by, or under common control with QAI, and the officers, directors, employes and 
agents ofQAI (each il "QAI Indemnitee") from and against any and all claims, demands, Nits. 
acuons or proceedings (including adrninisrntive. regulatory, governmental, civil or clm&xd 
pmceedin~) .  liabilities, losses, damages. coscs, asse.sments or payments incurred any QM 
Indemnitee arising out of or relaring to any sub-contractor or agency agreement.enteredinta 
p m m t  to Section l(d). Marketer agms to reimburse such QAI Indemnitee far all tearonable 
costs and menses  (including arroiiieys' fees) incurred by ntch QAI Indemnitee due to such QN 
Indemnitee's direct pamcipation (eirher as a parry orwlmass) in any adminisuative, regulatory, 
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governmental, civil or criminal proceeding concerning Marketer or Marketeps sub-contmtor or 
agent. 

7. MISCELLANEOUS 

(a) Relationship of Paqies. Marketer is acting as an independent contractor under 
this Agrurnont and not as an employer or agent ofQAI. As an independent contractor, Marketa 
shallhave do authority, express or implied to commit or obligate QAI in any manner 
whameva, except as specifically authorized fiom tine to time in writing by an authorized 
representative of QAl. Marketer will not purport to obligate QAI to my Customers or other third 
p d e s  k any way. N o h n g  contained in this Agreement shall be cunstr~ed or applied to create a 
partnenh~p or joint venture, or an employedemployee or mastedservmt reladonship. Marketer 
will be responsible for the payment of  all federal, state or local taxes payable with respecr,to all 
amounts paid to Marketer under rhis Agreement and all costs associated With employmmt and 
retention of Marketer's employees and consultents, who shall. not be employees or consultants of 
QAI; provided that. if QAI is detzimined to be liable for collection or remittance of any such 
taxes or costs, Marketer will immediately reimburse QAI for all such payments made by QAI. 
The sole consideration payable to Marketer hereunder is the payment of Margins and Marketer is 
not entitled to or eligible for any employment or orher rights or benefits Eom QAI except,= may 
be provided by separate wi tten agreemenr 

No Conflict -- or Violation. Marketer represents and warrants to QAI that the 
execution, delivery and perfonmince by Marketer of this Agreement does not and Will noi: 
(i) violate or conflicr with any provision of the charter documents of Marketer; (u) violate amy 
provision of law, statute, j udgment, older. writ, injuncrion. decree, award, rule, or regulation of 
any cow arbitrator, or other po\,ernmenral or regulatory authority applicable to Marketer: or 
(iii) violate, result in a breach of or constitute (with due notice or lapse of time or both) adefadt 
under any cout~act, service or orhcr cusromer agreement or other agreement to which Marketer is 
a Party. 

(b) 

(c) No Lien or SecririI.; Intenst on Customer Conrracts or 0th- Assets. Markem 
represents and warrants IO QAl r h x  i [  cwns and will own all of its conmcts. relationships and 
accounts with its cuaromei base. free and clear of any lien, security interesL charge or 
encumbrance, except for any security interest contemplared by this Agreement and any 
documents relating to such a security interest. There is and will be no lien, security interest, 
charge or mcumbravce af€ecting Marltetefs ownership of other Marketer assets, and no 
&anting statement or other insmunent similar in effect covering all or any part of such 
contracts, relationshjps or atcoull[j has been or will be delivered or tiled in any recording office, 
except such as may be riled in favor or QAL 

(d) Use of Names, Loeos and klarks. Marketer shall not use the names, logos or 
marks of QAL e x c e p r , ~  spscifizally provided herein, withour the prior express Written COIIseIlI 
of QAI. Marketer shall not LLSE rhr names. logos or marks of  my Carrier Without the prior 
express written consent of the Ciiniss. 

9 
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If to QAI: QAI, Inc. 
C,'O Pathfinder Communications, Inc 
7700 Irvine Center Drive, Suite 605 
Irvine, CA 92618 
Artention; Chief Executive Officer 
Facsimile number: (949) 453-3320 
Phone number: (949) 453-3313 

Ifto Marketer: Frotel Advantage. Inc. 

- - .  1/44 17, Rn . hi- .ht It, 
i P? Artent ion: 

I ,  M l J  311 3 

6) Amendments and hfodifications. No arncndment. modification or supplcmcnt to 
this Agreement shall be binding wless i t  is executed in writing and signed by both parries to this 
Agreement at the time of the amendment, modification or supplement 

(k) Governing Law. The validity, interpretation and enforcement of this Agreemat 
and the rights of the parties thereto shall be determined under, governed by, and construed h 
accordance with the laws of rhe Sratc of California, without regard to the principles of cd f i c t  of 
laws of the Stare of California or any other jurisdiction that would call for the applicationofthe 
law of any jurisdiction other [him [he Srate of California. 

(l) Consent to Jurisdiclion and forum Selection. All actions or proceedings arising 
in connection with this Agreemeni shall be rried and litigared exclusively in the State md Federal 
courts located in the County oY0ranpe. Stare of CalifoiNq unless such actions or proceedings 
are rquired to be brought in iuiotlier court to obtain subject matter jurisdiction over the matter in 
controversy. The aforementioned iliuice uf  veurie is intcnded by the partiu to bc mandatory md 
not permissive in narurc, thcrcby precluding thr possibility of Iitigdou betweeu the pm'es With 
respect to or arising out of this A:rcciiienr in any jurisdiction other tban that specified in this 
paragraph. Each party hereby wvaiscs any right it  may have to assert thc doctrine offorum non 
conveniens or similar doctrine or i o  object to venue with respect to any proceedmg btaught h 
accordance with this paragraph, and sripulates that the State and Federal courts located in the 
County of Orange, State of California, shall have inpersonam jurisdiction andvenue over each 
ofthem for the purpose of litigating any dispute, controversy or proceeding arising out of or 
relating to this Agreement. Each !:arty hereby authorizes and accepts service ofprocess ag& it 
as contemplated by this parayray11 by registered or certified mail, return receipt requested, 
postage prepaid, to its addrcsj For :lie gi\iiiz of norices as se1 forth in Section 7(Q. 

(m) Interpreration iuid Consti-uction. Headings herein are for convenience ofrefence 
and w-dl not affect the meaning or interpretation hereto. References herein to Sections, 
Schedules and E ~ b i t s  are to the xlerenced Section, Schedule or Exhibit hereof or hereto unless 
otherwise specifically noted. No inle of construcrion rcquiring interpretation against the drafting 
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(e )  Insurance. AI the time ofexecution of this Agreement and at QATs request, u 
my h e  during the term of this Ayrcenienr, Marketer shall provide QAI with widence 
reasonably satisfactory to QAL rlm Marketer maintains general liability insurance coverage in 
Bmolmt.3 not less thm'$1,000,000 for mch area of coverage. 

(0 Entire Agreement. This Agreement, together with my schedules and the exhibits 
hereto, represents the entire ageement and understanding of the parties with respect to the 
subject matter hereof and do representations or warranties or promises have been made in 
comation with this Agreement other than those expressly set forth herein. 

(9) Succcssors and Assiyns; No Thkd Part/ Beneficiaries. This Agemeat will inure 
to the benefit of; and be binding upon, the patties hereto and their respective successors and 
assigns; provided, that neither party may s s i g  or delegate any of the obligations created under 
this Agreement without the prior writteii consent o f  the other parties. Notwithstanding the 
foregoing, QAI will have the unrestricted right to assign this Agreement and/or to delegate all or 
any part ofits obligation heteundcr 10 any person or entity controlling, controlled by, or mder 
common control with QAl or to any lender in connection wirh any financing or to any suc&ssor 
to or assignee of all or subsranrially all of the business or assets of QAI. Except as providd in 
Section 6, nothing in this Ayreenicnt will confer upon any person or entity not a party to this 
Agreement, or the legal representatives ofsuch person or enrity, including any Customer, any 
nghts or remedies of any natbre or kind whatsoever under or by reason of this Agreement: 

(h) Attorney's Fees. If either p m y  to this Agreement brings any action. suit, 
cottoterclaim, appeal, arbbirrarion. mediation or other proceeding (an "Action") for any relief 
against the other party to chis .4gr-enient or any of its affiliates, declaratoty or otherwise, to 
enforce the terms hereof or ro clcclire [lie rishts hereunder, in addition to any damages and costs 
which the prevailing party otheiwiisc would be entitled, the non-prevailing party inany Action 
shall pay the prevailing p'any a rexoilable sun1 for ordinary and necessary atromeys' fees and 
costs incurred in connection with S L I C ~  .Action and/or enforcing any judgment, order, ruling or 
award granted therein. 

 notice^ ~ All noliccs. i-quesrs, waivers, demands, inst,nlctions and other (i) 
communications required or permirwd IO be eiven or made under this Agreement shall be 
effected by personal deliven., by I.:nireci States mail, registered or certified, postage prepaid With 
return receipt requested, by overniyht mail or by facsimile. Mailed communications shall be 
addres8ed to the recipient at rhe address designated below or such other address as maybe 
designated by the recipient in writing from time to time. Facsimile communications shallbe sent 
to the facsimile numbers below Uotices delivered personally shall be deemed commurdcated as 
ofthe date of delivery Mailed nc!io:s shall be deemed communicated as of the date three days 
aflerthe date the notice is i i ~ ~ i l l c d .  huticcs delivered by ticsimile shall be deemed CommUnrcated 
when receipi is confirmed. 

IO 
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p a r t y  hcreaf shall apply in the interprerarion of thjs Agreement, which was carefully reviewed by 
both parties to the AQreernent. 

(n) Severability. This Agreement will be deemed severable, and the invalidityor 
unenfmeabiliry of any term or provision hereof will not affect the validity'or enforceability of 
this Agreement or of any other term or prwi~inn  hereof. Furthermore, in lieu of my suchinvalid 
or unenforceable term or provision, rhe parties to this Agreement intend that there will be added 
as a part ofthis Agreement a provision as similar in terms to such invalid or unenforceable 
provision as may be possible and he valid and enforceable. 

(0) Counterparts. This Agcemmt may be executed in counterparts, each ofwhich 
shall be m original, but all of which shall constitute one and the same dacument. 

12 
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IN WTIESS WHEREOF, the parties herero have executed this Agreement on the Effective 
Date. 

”QAT‘ 

QAI, hc., aMhnessa Corporation 

Title: I 

“MARKETER 

Protel Advantage, Inc., a Minnesota 
corooration 

13 
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SCHEDULE 1 TO INDEPENDENT khRKETING AGREEMENT: 

PRODUCTS 

*Rate ........... ~..~... %0.25/minute anywhere in the US and Canada 

'9.90 monthly recurring charge per Customer account 

*Intmational Rates can be supplied by QAI 

'Subjecr 10 change by QAI ar QAl's dircrzrion QAl  mqv choose wly Crrmw a the undurlyingprovid@of 
Produclr 

14 
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SCaEnULE 2 TO INDEPENDENT MARKETING AGREEMENT: 

MARGINS 

Margins shall be d e i e d  as and calculated for payment in the following marmer: 

1. Margins 

a) 
collected by QAI for that MarkMs Customers for a c d d a r  month for products 
marketed by M e e t e r  and the "Auocable Charges" allocated to that Marketer, based 
upon QAI's allocation practices as may be revised from time to time by QM in Its 
d~scretios for that calendar month Marketer acknowledges and agees that "Retail 
Billiags" which have not actually been collected by QAI will not be a compsnenf of rhe 
''Margin'' and Marketer shall have no legal right to collect or retain any pRyDIRlt from 
QAI with respect td s&h uncollected "Retail Billings". 

b) 
of Long Distance usage provided by QAI in a particular calendar month, not including 
any utility taxes, monthly recurring cimges, dLectory assistance, regulatory fees. a d o r  
other non-usage based charges. 

c) 
calendar month and attributable to Customers, including, but not limited to, wholeale 
long distance usage, any customer service costs, billing costs, bad debt andor anything 
uncollectable for any reason, collection Costs, verification costs, customer credih, 
primary interexchange carrier ("PIC") dispute charges, NECA charges and any other costs 
and charges allocable to Customers, plus a management fee of fourteen percent (14%) of 
Retail Billings. Marketer acknowledges that QAI may not have sufficient data to make a 
final determination as to Allocable Charges until a number of months have transpired 
following the actual month to which such Allocable Charges ultimately will be accrued. 
Therefore, QAI reserves the right to adjust the amount of Allocable Charges accrued to a 
particular month until such rime ES QAI has received and processed all data necessary to 
make such a final determination 

2. Payment of Margins. QAl will pay Marketer the M a ~ g i ~ a  for each calendar month within 
thi.tr (30) days of collecting substantially all (at lead 90%) of the accounts receivable 
attributable to Long Distance usage by Market& Customers dlning that calendar month, Abject 
10 offset as provided in the Agreement. 

'War@" of a Marketer means the Werence between "Retail Billings" a c t ~ d y  

"Retail Billings" means actual revenue eamed by QAI from a Customer in respect 

"AUocable Charges" meanr all expenses incurred by QAI for a particular 

15 
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SCHEDULE 3 TO INOEPEFlOeNTMARKerlFlCAGREEMENT: 

MARKETING SERVICES PROVIDED TO QAI 

Telemarketing services for the purpose of acquiring telephone usage customers that a e  to be 
provisioned, billed and collected by QAI and, subject to Section 2(d) and Section f(bxi) of the 
Agreement, provided with customer service by Marketer. 
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EXHIEIT B TO INDEPENDENT MARKE'FINGACREEMEIYT: 

[FORM OF] 

QUARTERLY REPORT OF PROTEL ADVANTAGE, DlC. ("Marketer") 
FOR ME CALENDAR QUARTER FBDMG 

Marketer represents IO QAI, Inc. ("QAI") thsr the anachment hereto contaka a true and 
correct list of the namm and addresses of entities to whom or to which Markaer or any agmt or 
sub-comractor of Marketer ("Sub-Contractor") bas sold telecomunications products M 
services of any kind, aside fiom QAI Products (each such entity, a "non-QAf customer"),'in this 
calendar qunner. 

For each non-QN cusromer, the atvachment herero contains a me and correct list of (1) 
the name and address of the entib or entirics who or which provisioned rhat non-QAI customer, 
(2) the long distance camer 5eMng as rhc undcrlyiny providkr olthe products, (3) the type of 
product offered to rhat non-QAI customer, including The rates and fees offered to that non-QAI 
customer. (4) the compensation payable to Marketer in respect thereof, and (5) any spec& 
Services which Marketer or Sub-Contractor is obligated to provide to that non-QAI customer. 

" W T E R "  

Protel Advantage, Inc. 

17 
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EXHIBIT L) 

Page 15 of 2001 499-A Instructions 



h a i o n s  Io the Telecommunications Reporting Worwleet. Form 499-A 

C. Block 3 and Block 4: Contributor Revenue Information 

Lines (301-3Q2; 401-402)- copy the Filer 499 ID from Line (101) into Lines (301) and (401). Copy the 
legal name of the reporting entity from Line (102) inro Lines (302) and 402). 

Lines (303-3 14; 403-420) contain detailed revenue data 

I .  Seuaratina revenue from other contributors to the federal universal service SUDWII 

mechanisms (block 3)  from end-user and non-telecommunications revenue (block 
4) information (carrier's carrier vs end-user) 

In the Telecommunications Reporting Worksheet, filers must report revenues using two broad categories: 
( I )  Revenues fmm other contributors to the federal universal service support mechanisms; -and, (2) 
Revenues from all other sources. Taken together, these revenues should include all revenues billed to 
customers and should include all revenues on the reporting entities' books of account. 

For the purposes of this worksheet revenues from other contributors to the federal universal service support 
mechanisms are revenues &om services provided by underlying carriers to other carriers for resale and are 
refemd to herein as "carriet's carrier revenues" or "revenues from resellen." Revenues from all other 
s o m s  consist primarily of revenues from services provided to end users, referred to here as "end-user 
revenues." This category includes non-telecommunications revenues. 

For the purpose of completing Block 3, a "reseller" is a telecommunications carrier or telecommunications 
provider that: I )  incorporates purchased telecommunications services into its own offerings; and 2) can 
reasonably be expected to contribute to federal universal service support mechanisms based on revenues 
from those offerings. 

Each contributor should have documented procedures IO ensure that it reports as "revenues from resellers" 
only revenues from entities that reasonably would be expected to contribute to support universal service. 
The procedures should include but not be limited to maintaining the following information on resellers: 
legal name; address, name of a contact person; and phone number of the confact person If the underlying 
contributor does not have independent reason to know that the entity will, in fac& resell service and 
contribute to the federal universal service support mechanisms, then the underlying canier should either 
obtain a signed statement to that effect or report those revenues as end user revenues. 

Note: For the purposes of filling out this worksheet - and for calculating contributions to the universal 
service support mechanisms - certain telecommunications carriers and service providers may be exempt 
from conhibution to the universal service support mechanisms. These exempt entities, including 
"international only" and "intrastate only" carriers and carriers that meet the de minimis univeMl service 
threshold, should not be mated as resellers for the purpose of reporting revenues in Block 3. That is, filers 
that are underlying carriers should report revenues derived from the provision of telecommunications to 
exempt carriers and providers (including services provided to entities that are de minimis for universal 
service purposes) in Lines (403-417) of Block 4 of the Telecommunications Reporting Worksheet, as 
appropriate. Underlying carriers must conmbure to the unjversal service support rnechaoisms on the basis 
of such revenues. In Block 5 ,  Line 5 1 I ,  however, filers may elect to report the amounts of such revenus 
(;.e., those revenues from exempt entities that are reported as end-user revenues) so that these revenues may 
be excluded for purpows of calculating contributions to TRS, LNPA, and NANPA. 

lnswctions - Page 15 



lnstnictions to the Telecoiiiinunications Reporting Worksheet, Form 499-S 

FCC Fonn 4993, July 2000 
Approved by OMB 3060-OX55 

Estiinated 41,erage Burden Hours Per Resporise. 5 5 Hours 

'lelecominiinications Reporting Worksheet, FCC Form 499-S 

Inslruclions for Completing the 
Sqitcmbcr Worksheel foi- Filing Contributions 
to llie Iliiiversal Service Support  Mechanisms 

* * * * *  
NO~fICL: TO INUlVlDlJALS. Sections 54.703, 54.71 I. and 54.713 of  the Federal Coimnunications 
('onunission's d e s  require all telecoi7unuiiicati~iiis carriers providuig ititerstate telecomniinicaiions 
sc~viccs. prii\iders o f  interstale telecoinmunicatioiis that offer iiilerstate telecomtnunica~ions for a fee on a 
i ioi i-coini i ioi i  ci irriei basis, and payphoiic pi.oviders t l iaf  are aggregators to contribule to iitiivcrsal sewice 
d i i d  filc th is Tclecuiiuiiuiucatiuns Repoitiiig Worksheet (FCC Fomi 499-S) 011 September I, each year. 47 
CCF R. $ 4  54 7113, 54.71 I ,  54.713. This colleclion of information steins from the Conunission's authority 
iiiider Section 254 c d  [ l ie C 'n i~ i i i i i i i i i ca i~ot is  Act of 1934, as  a~nendcd, 47 U S . ( ' .  $ 254. The data iii the 
M'orkshcet wil l  be used lo calculate contributions lo thc uru\,ersal service suppori incchnnisnis Selected 
I l ~ l o m ~ ~ t l ~ ~ l ~  Ipiwvided iii [lie Workslicer \vi11 he tnadc a\ailahle to the public iii a iiiaiuier coniisteiit with tlie 
( o i i i i i i ~ s s i i ~ i i ' s  rules. 

W e  have estimated t h a ~  each response to this col lec~ioi i  o f  iiirorniation wi l l  lake, on average, 6 hours Our 
cs t i i i i a ic  includca Uic t i i i i c  t o  read the instructions, look through cxisling records, gather and i i i a i i i r a i i i  tlic 
i c q i i i i e d  dara,  mid actually coinplete and review !lie fonn or response. If you have any ~ ( i i i i t n e i i t s  on t l u s  
cwrnatc, or Iio\v MC can i nq i iwc  tl ic collection and rcducc the burden i t  causes y o u .  please write the 
Ikdcral ('oiiiiiiiiiiic:itioiis (:'oininission, AMD-PERhq, Washington, D.C. 2 0 5 4 ,  Paprnuork Keductioii 
I'rojcct (3060-0855). W e  also \rill acccpt youi~ coinments via ihe Inteniet if YCJU send them to 
j h o l e ~ @ l c c  go\ 

Renicinbcr -- You are i iol required to respond to a collection of information sponsored by the Federal 
govenunenl. ;iiid tlie government niay no1 conduct or sponsor this collectioii, iudess It  displays a cwen t l y  
valid Oftice of M;inagement and Budget (OMB) control number. This collection has been assigncd an 
OMB control nriniber of 3060-0855. 

Thc Commission i s  authorized under the Coinmunications Act of 1934, as amended, to collect the personal 
information we request in  t h i s  form We will use the information that you provide to determine 
contribution amounts. If we believe there may be a violation or potential violation o f  a statute or a 
Commission regulation, rule, or order, your Worksheet may be referred to the Federal, state, or local 
agency responsible for investigating, prosecuting, enforcing, or iniplementing the statute, rule, regulation, or 
order I n  ceitain cases, the in fomat ion  in your Worksheet may be disclosed to the Depamnent of Justice, 
coun. or other adjudicative body when (a) the Commission; or (b) any employee of the Commission; or (c) 
t l i C  United States government, is a party to a proceeding before the body or has an interest in the 
proceeding. 

I f  you owe a past due debt to the fcderal government, the taxpayer identification ilumber (such as  your 
I 

Plcase DO NOT SEND COMPLETED WORKSIIEETS TO THIS ADLIRESS. 



Instiuctions to the Telecommunications Reporting Worksheet, Form 499-S 

1,'oi the piirpose of completing Block 3, a reseller I S  a lelecolnmtmicatlons camer or teleconunu~~icatioii~ 
sei.vice piovider tha t  1) incoiporates purchased telecoinmunicatioos services into its own offerings, and. 
2 )  can re;isonabl) be expected to coiiiribule to federal universal service support mechanisms based 011 

i e \ 'e i iues  from tliose offerings. 

Note. For t l ic Ipiriposes of filling o u t  this worksheet -- aiid for calculatng contributions to tlic uni\;ersal 
sei'vice suppon mechanisms -- certain telecoiiiinuiiicatioiis carriers and service providels may be exempt 
l i o n i  confrihuiitrn to the ~ ~ n i ~ e r s a l  service support iiieclianisms. These exempt entities, including 
"inleniational o n l y "  and "intrastate only" camers and camcrs that fall below the de  minimis universal 
ser\ice tlu-estiold. stiould be treated as  end usein for the purpose of reporting revenues in Block 3. That I S ,  

tilers that are underlying carriers should report revenues delived from the provision of telecommunications 
l i i  euenipt camisrs and providers (including sewices provided to eiitities that are di, nzinirni.7 foi universal 
sen' icz ptirposes) on Line (1  16). Underlying camers Inusi contribute to the universal service suppmt 
ii1ccli;iiiisrns 011 tlie basis of l l i i s  rcvc i i i i~  

Tach coiitiibutor should liave documenled procedures to ensure ttial it reporrs as revenlies fiom rrsellels 
only rebenues from entities that  reasonably would be expectcd to contnbule to siippod uiiiveisal service. 
The piocedures should include hut iiot be limited to maintaming the followuig inronnation on resellere. legill 
iianic, addiws; iiaine of a coiilact person; and phone number of- the contact person I f  thc underlying 
contribiimr docs not have independent reason to know that the entity will, in fact, resell service and 
ccmlribute ti, l l i e  federal universal service support mechanisms, then the underlying camer bhtruld either 
iibtaiii a signed siatemenl to tliiit effect o r  repoit those revenues as end user revenues. 

2. Column (a )  - kitill revenue 

The rcpotting cntity inust report gross revenues from all sources, iiicluding nonregulated and nom 
lele~oinm~iii~il t ioiis  services on Linea ( I  15) through (117) and these must add to total gross revenue a b  

iepotted o n  Line (1 I R). Gross re\;eiiiies should include revenues derived from tlie provision of intersiate, 
iiitei inational. arid intrastate telecommunications and noli-telecommwlications services. Gross revenues 
consis1 of totill revenues billed 10 cuslomers during tlic filiiig period with no allowances for uncollect~bles, 
se~tlenicnts, 01' out-of-period adjustments. Gross billed reveiiues may be distinct from booked revenues. 
N M : A  pool companies should report the actual gross hilled revenues (CABS Revenues) reported to tlic 
NECA pool and not settlement re\;eriiies received from the pool. 

Where two contributors have iiiei.ged prior IO filing, the successor company should rcpon total revenues 
h r  the reporting period for all predecessor operations. The tu'o contributors, however, should continue to 
report separately if each maintains separate corporate identities and continues to operate. 

Gross revenues also should include any surcharges on communications services that are billed to the 
customer and either retained by the coiitributor or remitted to a non-govemment third party under contract. 
Gross revenues should exclude taxes and any surcharges that are not recorded on the company books as 

revenues but which instead are remitted to government bodies. Note that any charge included on an end 
user bill and represented to recover or collect contributions to federal or state universal servlce support 
meclianisms must he reported as end user revenue, 
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Inslrucuoris Lo thc Tclecoiiuiiunicationsdlions Reporting Workslieel, Form 499A 

FCC Fonii 49Y, February 2000 
Approved by OMR 3060-0855 

I so i iwlu i  Avcvdgc Rurdcn Hours Pcr Response: 8 Hours 

Telecommunications Reporting Worksheet, FCC Form 499-A 

lnslriictions for Completing the 
Worksheet for Filing Contributions 

to 'I'elecommunicatiuns Relay Service, 
Universal Service, Niimber Administration, 

ai id Local Number Portability Support Mechanisms 

* * * * *  

NOTICE TO IbDIVIDUALS: Sectioiis 54.703, 54.71 I, and 54.713 of the Federal Commuiiicalions 
Commission's rulcs rcquire a l l  lclecoininunicatioiis carriers providiug interstate telecommunications 
serwccs, providers o f  interstate telecoinmuiiicaliotis that offcr interstate telecommunications for a fee on a 
noiisoininoii carricr basis, aiid payphone providers t l ia l  arc aggrcgalors lo coiitributc to universal service 
and file this Telccoirununicalioiis Kepoilii ig \4'orksheet ( P U '  Fonn 499) lwicc a year. 47 C.F.R. 5 5  54.703, 
54.71 1, 54.713. Sectioii 52.17 prmides h a t  all tclccomnunicalions camers in tlic United Stales shall 
contribute on i i  cornpctitivcly tieutral basis to incct the cosLq o f  cstablishing numhering administration, and 
directs llint coiitnhulions sliall hc calculated and filed in  accordance with this workshcct. 47 C.F.R. 5 52.1 7. 
Section 52.32 provides that tlic local nuinher poilability administrams shall r ccova  the shared costs o f  

long-lam iiumber portahilily rroin all lelccoiniiiuiiications camers.  47 C.F.K. 5 52.32. Seclion 64.604 
requires t l ia l  evtly camcr providing iiilcrslalc tc lcco im~~n ica t ious  services shall contribute to the 
Tclecoininunications Kclay Services (I'KS) Friiid on l l ie basis or its relalive share of intcrstatc end-user 
lelccominuiiicatioiis rcwmucs, wjtli Ihc calculalion hascd on inrormalion provided in this worksheet. 47 
C.F.K 6 64.604(c)(iii)(4). 

This collcctioii or inforninlioii skim fi~oin tlic C:oin~nissioi~'s authority under Sections 225, 251, and 254 of' 
tlic Cominunications Act o f  1934, as  ainciidcd, 47 U.S.C. $ 5  225, 25 I ,  and 254. The data in the Worksheet 
will hc used to calciila~c coiilrihulioiis to tlic univcrsal scrvicc suppoli mechanisms, the telcconununications 
relay services suppod mechanism, the cost recovery mechanism for numbering administration, and the cost 
recovery mccliaiiisin for sliared costs o f  long-lenii nuinher portability Selected information provided in  the 
Workslicct will he made available to tlic public in a manner coiisistent with the Commission's rules. 

We have estimated Ilia1 each response to th is collection o f  information will takc, on average, 8 hours. Our 
estimate includes the time to read the inshuctious, look througli existing records, galher and maintain the 
required data, mid actually complete and rw iew the fonn or response. IC you have any cornmen& on this 
estimate, or how we can improve the collection and reduce Ihe burden it causes you, please w r i t e  the 
Fedcral Communications Commission, AMD-PERM, Washington, D.C. 20554, Paperwork Reduction 
Project (3060-0855). We also will accept your comments via the Internet if you send them to 
jboley@fcc.gov. Please DO N O I '  SEND COMPLEIED WORKSHEETS TO THIS ADDRESS. 

Remembcr -- You arc iiot required to rcspond to a collection of information sponsored by the Federal 
govcmment, and the government may riot conduct or sponsor this collection, uilless it displays a c w e n t l y  
valid O f i c e  o f  Managcinent and Budget (OMO) conkol number. This collection has been assigned an 
O M B  control iiuinbct of 3060-0855. 

Insi~uctions -- Paee I 
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Inslrucbons io lhc TclecoirunuNcal~ons Reporting Workshcei, Form 499A 

Chief, Markcl Uispulcs Kcsolullon Division 
E~~k~rceincnl  Bureau 
Rin 5-A865 
445 12th Street, S.W. 
Washirigtou, D.('. 20553 

C. Block 3 and Mock 4. Conlributor Revenue luforimtion 

L-ines (301 - 3U2; 4 0 1 4 0 2 ) ~ ~ C ' o p y  llic kilcr4W ID from Line (101) into Lines (301) aiid (401). Copy i l ic  
legal namc of t l ie icponing ciilily fTom Linc [ 102) Into Lincs (302) and 402). 

Luies (303 -3 14; 403 420) conlam detailed rcvciiuc data. 

I .  Scnaratine Keveiiiic from Other Contributors lo the Federal Universal Selvicc 
Suoootl Mechanjstns (Ulock 31 from End-User and Non-Telecormnunications 
Kcveiiue (Block 4) Information. (carrier's carrier vs end-user) 

I n  (he 'lclccominuiiica~ions Kepoi-ttiig Workshcct, ricrs must report revenue irom two broad types of  
calcgorics: ( I )  Kevenue froin otlicr cotitributors 10 the federal universal service support mechanisms; and, 
(2) Revenue from all olhcr sources. For tlic purpnscs of this workshccl revenue from other contributors to 
the federal universal scrvice suppofi mechanisms is primarily revenue from services provided by undcrlymg 
carriers to olher carriers for rcsalc, referred lo here as  "camcr's cmie r  revenue'' or "revenue from rescllcrs." 
Revenue from all otlicr sources consists primarily ofrcvenue provided lo end users, referred to here a.s "end 

user revcnuc." 

For tlic purpose of  complcting Block 3, a icscller is a lelecomnunications carrier or tclccommunications 
service provider that: I )  incorporaks purchascd telecommunications services into its o w  offerings; and, 2) 
can reasonahly be expected to contribute 10 federal universal service support mcchanisms based on revenues 
from those oTlcrings. 

Note. For lhc purposes of filling O U I  this wokshcci -- and Tor calculating conlrihutioiis to the universal 
scnice support mcchanisms -- certain lclccoininunicatioiis camers and service providers may be exempt 
from conlrihulioii to the uiuversal service support mcchanisim. These exempt entities, including 
"international only" and "intrastate only" carriers and carriers (hat meel the de minimis universal service 
threshold, should not be treated as rcscllcrs lor the purpose of reporting revenues in Block 3 .  That is, fders 
that are underlying carriers should rcpod rwenucs derived rrom the provision OF tclccommunications to 
exempt camcrs and providers (includiiig services provided to entities that are de minimis for universal 
service purposes) in Lines (403417) in Block 4 of the Telecommunications Reporting Worksheet, as 
appropriale. Uiiderlying carriers must contribute to the universal service support mechanisms on the basis 
of this revenue. In Block 5 ,  Line 5 I I ,  however, rim may elcct lo reporl the amount of revenue from these 
exempt entities, including de minimis carriers, dial was reported as end-uscr revenue, so that these revenues 
may bc excluded for purposes oflKS,  LNPA, and NANPA. 

Each contributor should have documented procedures lo ensure that i t  reports as revenucs from resellers 
only rcvenues from entities that reasonably would he expected to contribute to support universal service. 
The procedures should include bur not be limited Lo maintaining the following information on resellers: 
legal name; address; namc of a contact person; and phone number of the contact person. If the underlying 
contributor does no1 have independent reason to know thaL the entity will, in fact resell service and 
contribute to the kderal universal service support mechanisms, then the undcrlying canier should either 
obtain a signed statement to that effect or repoa those revenues as end user revalues. 
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